April 6, 2006

State’s Job-Growth Engine Should Continue to Hit on All Cylinders

Population Growth, Business Expansion to Fuel
Increase of 256,000 Jobs Over Forecast Period;
All Major Industry Groups to Benefit

From 5.1% Average Annual Growth Rate

Arizona’s Department of Economic Security (DES),
Research Administration (RA) is projecting Arizona’s
economy will add more than 256,000 nonfarm jobs
through the 2006-2007 period. For most industries,
the economic momentum from 2005 is expected to
increase in 2006, while a modest slowing is expected
in 2007. Nonfarm jobs are forecast to grow at an an-
nual rate of 5.5 percent in 2006 and 4.4 percent in
2007. Much of this continuing growth stems from
Arizona’s favorable attraction as a great place in
which to live and the economic vitality that lures in-
vestors and businesses.

Job growth is projected for all 11 major industry
groups, with the most rapid expansion occurring in
construction; professional and business services; natu-
ral resources and mining; leisure and hospitality; and
educational and health services. Even information
services is forecast to add jobs.

Recently released benchmarked employment figures
revealed a much faster growing economy than previ-

Total Nonfarm Employment
Annual Average Growth Rate

2005®  2006" 2007"
Arizona 5.3% 5.5% 4.4%
Phoenix-Mesa MA'  6.2% 5.8% 4.9%
Tucson MA? 1.6% 4.0% 3.1%
Balance of State 4.8% 5.7% 3. 7%

1 Maricopa and Pinal counties
2 Pima County

a) Benchmarked

b) Forecast

ously reported.
Through 2005, Ari-
zona’s job growth av-
eraged the second-
fastest growing rate in
the nation in terms of
annual nonfarm job
growth, ranked just
behind Nevada. While
the Arizona and Ne-
vada economies are
relatively small in
comparison to many
other states, their rates
of growth have contin-

2006-"07

Forecast

ued to be some of the most rapid growing in the Rocky
Mountain and Southwest regions.

Among Arizona’s major industries, construction is
forecast to continue expanding at the fastest pace. Con-
struction is forecast to add more than 39,000 jobs over
the next two years, growing by 10 percent in 2006 and
7.3 percent in 2007. This represents a gradual slowing
from the near 14 percent pace in 2005.

Professional and business services is forecast to gain
more than 63,000 jobs. Strong demand from growth in
the overall economy is expected to cause healthy job
gains in this industry. Growth will remain the same in
2006 as 2005 at 8.9 percent, but will slow to 7.5 per-
cent in 2007.

Natural resources and mining is forecast to add 1,500
jobs during the forecast period. Strong demand for
mineral ores to supply materials for economic expan-
sion is expected to bolster this industry.

RA projects leisure and hospitality to gain more than
26,000 jobs. An improving economy is expected to
increase the demand for business and recreation travel-
related services. The demand for food and beverage
services is anticipated to increase from an aging and
growing population that prefers prepared food rather
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than meals cooked at home.

Educational and health services is fore-
cast to have an increase of more than

(in Thousands)

Arizona Nonfarm Employment Trends

Percent Change

27,000 jobs over the two-year period. 3,000 8.0
An improving economy and demo- .
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year period. While an expanding econ-

omy will bolster growth in this industry,
rising interest rates will moderate this
growth. The projected growth rate for

—=- Employment

—— Year to Year % Change

-+ Forecast Employment

—s—Forecast Y to Y % Change

2006 will be the same as 2005 at 5.5
percent. For 2007, the pace of expansion will decrease
to 4.0 percent.

Other services is forecast to have an increase of more
than 8,000 jobs primarily as a result of the rising level
of tourist activity.

Arizona Industry Employment
Annual Average Growth Rate
2005 2006"™ 2007"
Manufacturing 2.4% 2.5% 2.2%
Natural Resources/Mining 6.0% 10.3% 5.8%
Construction 13.9% 10.0% 7.3%
Trade, Trans, Warehouse
& Utilities 52% 54% 4.2%
Information -3.8% 0.7% 1.3%
Financial Activities 5.5% 5.5% 4.0%
Profess & Business Sves  8.9% 8.9% 7.5%
Education & Health Svcs 5.2% 5.7% 4.2%
Leisure & Hospitality 5.0% 55% 4.6%
Other Services 3.6% 6.0% 3.0%
Government 1.0% 1.8% 1.9%
a) Benchmarked
by Forecast

Manufacturing staffing levels are projected to gain
more than 8,000 jobs because of strong demand from
an expanding economy. In addition to strong demand
for aerospace and electronics, Arizona’s factories will
also benefit from supplying building materials and fur-
nishings to a strong construction industry.

RA forecasts government will have an increase of more
than 15,000 jobs. A growing economy and population
is increasing the demand for public services such as
education and protection. Federal level employment
is expected to increase because of increased emphasis
to secure borders and sustain military operations across
the nation and the globe. Unlike most other industries,
the growth rate is expected to increase during the fore-
cast period from 1.0 percent in 2005 to 1.8 percent in
2006 and then to 1.9 percent in 2007.

Information employment levels are projected to have a
gain of 900 jobs over the two-year period, after four
consecutive years of job losses. Recent jobs gains have
indicated an end to the recent phase of consolidation in
this industry and a beginning of an expansion phase.
An expanding population with a large appetite for com-
puter and communications services is expected to drive
the growth of this industry. The pace of expansion will
increase during the forecast period from a loss of 3.8

(continued on page 3)
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percent in 2005 to a gain of 0.7 percent in 2006 and
then increase again in 2007 to 1.3 percent.

In conclusion, Arizona’s economy continues to look
vibrant over the forecast horizon of the next two
years. Each of the 11 major industry groups are fore-
cast to add jobs and rates of growth are generally ex-

pected to improve on the healthy rates of 2005. Con-
struction is forecast to gradually slow, though still add-
ing jobs into 2007. Considering the forecasts of job
growth for the nation, as provided by Global Insight,
Arizona’s nonfarm jobs are forecast to grow at nearly
four times the national pace.

Release Presented by: Phoenix — Don Wehbey, DES Research Administration, Senior Economist
Contact: For clarification or additional information, call (602) 542-3871
Next Press Briefing: March Employment Report - Thursday, April 21 10:00 a.m.,

DES Administration Building, Room 110, 1717 W. Jefferson St., Phoenix

The Arizona Workforce (Press Release) is now on the Internet.
http://www.workforce.az.gov

Please contact our office, if you still want a faxed copy each month.

Equal Opportunity Employer/Program

Under the Americans with Disabilities Act (ADA), the department must make a reasonable accommodation to allow a
person with a disability to take part in a program, service, or activity. For example, this means that if necessary, the department
must provide sign language interpreters for people who are deaf, a wheelchair-accessible location, or enlarged print materials. It
also means that the department will take any other reasonable action that allows you to take part in and understand a program or
activity, including making reasonable changes to an activity. If you believe that you will not be able to understand or take part in a
program or activity because of your disability, please let us know of your disability needs in advance if at all possible. This docu-
ment is available in alternative formats by contacting the Arizona Department of Economic Security, Research Administration, at

(602) 542-3871.



Table 1

Arizona Employment Forecast
(In Thousands)

Change in Employment

2004 2005 2006 2007 2006 2007
Total Nonfarm Employment 2381.3 2506.9 2645.8 2763.0 138.9 117.2
Percent Change 5.3 55 4.4
Manufacturing 177.1 181.3 185.9 189.9 4.6 4.1
Percent Change 2.4 2.5 2.2
Natural Resources & Mining 8.3 8.8 9.7 10.3 0.9 0.6
Percent Change 6.0 10.3 5.8
Construction 1917 218.3 240.2 257.8 21.9 17.6
Percent Change 13.9 10.0 7.3
Trade, Transportation, & Utilities 462.7 486.7 512.8 534.4 26.1 21.6
Percent Change 5.2 5.4 4.2
Information 46.9 45.1 45.4 46.0 0.3 0.6
Percent Change -3.8 0.7 1.3
Financial Activities 164.7 173.7 183.3 190.6 9.6 7.3
Percent Change 55 55 4.0
Professional & Business Services 338.7 369.0 402.0 432.1 33.0 30.1
Percent Change 8.9 8.9 7.5
Education & Health Services 260.7 274.3 289.8 302.0 15.5 12.2
Percent Change 5.2 5.7 4.2
Leisure & Hospitality 241.7 253.8 267.8 280.1 14.0 12.3
Percent Change 5.0 55 4.6
Other Services 89.4 92.6 98.2 101.1 5.6 2.9
Percent Change 3.6 6.0 3.0
Government 399.4 403.3 410.7 418.6 7.4 79
Percent Change 1.0 1.8 1.9

Note: 1) Totals may not add due to rounding 2) Historical data benchmarked




Table 2

Phoenix-Mesa Metropolitan Area Employment Forecast

(In Thousands)

Change in Employment

2004 2005 2006 2007 2006 2007
Total Nonfarm Employment 1683.7 1787.4 1891.4 1983.2 104.0 91.8
Percent Change 6.2 5.8 4.9
Manufacturing 1319 135.5 138.7 1417 3.2 3.0
Percent Change 2.7 2.4 2.2
Natural Resources & Mining 2.1 2.1 2.4 2.6 0.3 0.2
Percent Change 0.0 14.0 7.0
Construction 141.6 163.9 180.6 1954 16.7 14.8
Percent Change 15.7 10.2 8.2
Trade, Transportation, & Utilities 340.6 361.9 383.9 401.8 22.1 17.9
Percent Change 6.2 6.1 4.7
Information 34.6 332 334 33.8 0.2 0.4
Percent Change -4.0 05 1.2
Financial Activities 138.7 146.6 153.9 160.1 7.3 6.2
Percent Change 5.7 5.0 4.0
Professional & Business Services 273.8 2994 327.1 352.4 21.7 25.4
Percent Change 9.3 9.2 7.8
Education & Health Services 173.6 182.9 193.5 202.1 10.6 8.6
Percent Change 5.4 5.8 4.4
Leisure & Hospitality 161.9 169.7 177.9 187.0 8.2 9.1
Percent Change 4.8 4.8 5.1
Other Services 64.2 66.8 70.8 72.9 4.0 21
Percent Change 4.0 6.0 3.0
Government 220.8 225.5 229.3 233.4 3.8 4.2
Percent Change 2.1 1.7 1.8

Note: 1) Totals may not add due to rounding 2) Historical data benchmarked




Table 3

Tucson Metropolitan Area Employment Forecast

(In Thousands)

Change in Employment

2004 2005 2006 2007 2006 2007
Total Nonfarm Employment 360.1 365.8 380.4 392.0 14.6 11.6
Percent Change 1.6 4.0 31
Manufacturing 284 28.2 28.9 294 0.7 0.6
Percent Change -0.7 2.3 2.0
Natural Resources & Mining 1.3 14 1.6 1.7 0.2 0.1
Percent Change 7.7 11.0 9.0
Construction 24.0 25.7 217.2 28.0 15 0.9
Percent Change 7.1 5.7 3.3
Trade, Transportation, & Utilities 57.9 58.5 59.7 60.8 1.2 1.0
Percent Change 1.0 2.1 1.8
Information 7.6 7.2 7.2 7.2 0.0 0.0
Percent Change -5.3 0.4 0.5
Financial Activities 15.9 16.4 17.7 18.4 1.3 0.7
Percent Change 31 8.0 4.0
Professional & Business Services 43.4 45.8 48.9 514 31 2.5
Percent Change 55 6.8 5.1
Education & Health Services 47.8 50.3 53.1 55.2 2.8 2.1
Percent Change 5.2 5.6 3.9
Leisure & Hospitality 39.1 40.2 42.8 448 2.6 19
Percent Change 2.8 6.6 4.6
Other Services 14.7 14.7 15.0 15.1 0.3 0.1
Percent Change 0.0 2.0 1.0
Government 79.9 774 78.4 80.0 1.0 1.6
Percent Change 3.1 1.2 2.0

Note: 1) Totals may not add due to rounding 2) Historical data benchmarked




Table 4

Balance of State Employment Forecast
(In Thousands)

Change in Employment

2004 2005 2006 2007 2006 2007
Total Nonfarm Employment 3375 353.7 374.0 387.8 20.3 13.8
Percent Change 4.8 5.7 3.7
Manufacturing 16.8 17.6 18.3 18.8 0.7 0.5
Percent Change 4.8 4.0 2.6
Natural Resources & Mining 4.9 5.3 5.8 6.0 05 0.3
Percent Change 8.2 8.6 4.4
Construction 26.1 28.7 325 34.4 3.8 2.0
Percent Change 10.0 13.1 6.0
Trade, Transportation, Warehousing, & Utilities 64.2 66.3 69.2 71.8 2.8 2.6
Percent Change 3.4 4.2 3.8
Information 47 47 49 5.0 0.2 0.2
Percent Change 0.0 3.6 35
Financial Activities 10.1 10.7 11.6 12.1 0.9 05
Percent Change 5.9 8.5 4.0
Professional & Business Services 215 23.8 26.1 28.3 2.3 2.3
Percent Change 10.7 9.5 8.7
Education & Health Services 39.3 41.1 43.2 447 2.1 15
Percent Change 4.6 5.1 35
Leisure & Hospitality 40.7 43.9 47.1 48.3 3.2 12
Percent Change 7.9 7.3 2.6
Other Services 10.5 11.1 12.4 13.0 13 0.7
Percent Change 5.7 11.3 5.4
Government 98.7 100.4 103.1 105.2 2.7 2.2
Percent Change 1.7 2.6 2.1

Note: 1) Totals may not add due to rounding 2) Historical data benchmarked




Chart 1

Arizona, Phoenix Metro, Tucson Metro, Balance of State Nonfarm Employment

Annual Percentage Change
Percent Change
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Chart 2

Arizona Nonfarm Employment
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Chart 3
Phoenix-Mesa MA Nonfarm Employment
Employment (in Thousands) Percent Change

2,200 8.0
2000 | T70
+ 6.0

1,800
+50
1,600 1 g
1,400 T30
+20

1,200 +
+1.0
1,000 + 1 00
800 : : : : : : : : : : : : : : -1.0

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

= ®= Fmployment - - 4-- Forecast Employment e===s===Yearto Year % Change —>*—— ForecastY toY % Change




Chart 4

Tucson MA Nonfarm Employment

Employment (in Thousands) Percent Change
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Chart5
BOS Nonfarm Employment
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Chart 6

Arizona Manufacturing Employment

Employment (in Thousands) Percent Change
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Chart 7

Arizona Natural Resources & Mining Employment

Employment (in Thousands) Percent Change
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Chart 8

Arizona Construction Employment
Employment (in Thousands) Percentage Change
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Arizona Trade Employment

Employment (in Thousands) Percentage Change
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Chart 10

Employment (in Thousands)

Arizona Transportation, Warehousing,
& Utilities Employment

Percentage Change
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Chart 11
Arizona Information Employment
Employment (in Thousands) Percentage Change
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Chart 12

Employment (in Thousands)

Arizona Financial Activities Employment

Percentage Change
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Chart 13
Arizona Professional & Business Services Employment
Employment (in Thousands) Percentage Change
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Chart 14

Arizona Education & Health Services Employment

Employment (in Thousands) Percentage Change
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Chart 15
Arizona Leisure & Hospitality Employment
Employment (in Thousands) Percentage Change
300 7.0
280 T 6.0
260 5.0
240 4.0
220 + 3.0
200 T 20
180 T \ / 1.0
160 VY 0.0
140 1 1 1 1 1 1 1 1 1 1 1 1 1 1 -1.0

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

= = = Employment - - # - - Forecast Employment === Year to Year % Change —%— Forecast Y to Y % Change




Chart 16

Arizona Other Services Employment

Employment (in Thousands) Percentage Change
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Chart 17
Arizona Government Employment
Employment (in Thousands) Percentage Change
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